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DEPARTMENT PASS TREASURY AND FRB 

E.O. 11652:N/A 
TAGS: EFIN, UK 

SUBJECT: UK OFFICIAL RESERVES IN DECEMBER 1974 

1. UK OFFICIAL RESERVES FELL BY $1,035 MILLION IN DECEMBER 
1974, AFTER LONG-TERM DEBT SERVICING PAYMENTS OF $238 
MILLION AND AN ADDITIONAL $250 MILLION DRAWING ON THE $2.5 
BILLION EURO-DOLLAR LOAN. OEFICIAL RESERVES STOOD AT 
$6,789 MILLION AT YEAR END. 

2. BEGIN LIMITED OFFICIAL USE: THE DECREASE IN RESERVES 
REELECTS, IN PART, THE LARGE AMOUNT OF INTERVENTION BY THE 
BANK OF ENGLAND DURING THE PERIOD IMMEDIATELY FOLLOWING 
THE ARAMCO PAYMENTS ANNOUNCEMENT ON DECEMBER 10. THE DEC- 
EMBER DECREASE IN RESERVES DOES NOT REPRESENT AN EXACT 
ACCOUNTING OE THE INTERVENTION DURING THE MONTH. ALTHOUGH 
PRESS ARTICLES REPORT THE LEVEL TO BE ROUGHLY EQUAL TO 

THE $1 BILLION DECREASE, WE BELIEVE IT PROBABLY WAS ROUGH- 
LY HALF THIS AMOUNT. ONE BANK OF ENGLAND OFFICIAL WITH 
WHOM WE SPOKE EXPRESSED "MILD IRRITATION" AT WHAT HE 
CALLED IRRESPONSIBLE INFERENCE BY THE PRESS AS TO THE 
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SIZABLE TRANSACTIONS BETWEEN GOVERNMENTS DURING THE PERIOD 
WHICH, COMBINED WITH THE INTERVENTION, RESULTED IN THE 
DECLINE IN OFFICIAL RESERVES. 

3. CONTRARY TO EXPECTATIONS, THE DECEMBER OEFICIAL RESERVE 
ANNOUNCEMENT HAD MINIMAL IMPACT ON THE FOREIGN 
EXCHANGE MARKETS. THERE WAS A SLIGHT WEAKENING OF THE 
POUND IMMEDIATELY EOLLOWING THE ANNOUNCEMENT, BUT AN AL- 
MOST IMMEDIATE RECOVERY WITHOUT ANY APPARENT CENTRAL BANK 
SUPPORT OP THE RATE. END LIMITED OFPICIAL USE 
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